FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463 November 13, 2013
MEMORANDUM
To: The Commission

Through: Alec Palmer
Staff Director

From: Patricia C. Orrock
Chief Compliance Officer

Thomas E. Hintermister —ay

Assistant Staff Director
Audit Division

Kendrick Smith %‘F
Audit Manager

Zuzanna Pa'cious\yb

Audit Manager

-By: Brenda Wheeler
: Lead Auditor
Subject: Audit Division Recommendation Memorandum on the North Dakota

Republican Party (NDRP) (A11-11)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports,
the Audit staff presents its recommendatiens below ard diseusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendations.

Finding 1. Misstatement of Financial Activity

A. Misstatement of Financial Activity — 2009 and 2010
In response to the Interim Audit Report (IAR) recoinmendation, NDRP filed

amended disclosure reports for 2009 and 2010. However, these amendments
did net materially correct the receijit or disbursement misstatements in either of
the years. Subsequently, NDRP filed a second set of amended disclosure
reparts that only materially corrected the misstatement of 2010 receipts.
Receipts and disbursements for 2009 and disbursements for 2010 remain
misstated.



In response to the DFAR, NDRP filed amended disclosure reports for 2009 and
2010. These amendments materially complied with the IAR recommendation.

The Audit staff recommends that the Commission find that NDRP misstated
the beginning cash-on-hand balance im 2009 and receipts and disbursements in
2009 and 2010 on the most receut reports filed as of audit notification.

B. Misstatement of Financial Activity — Increased Activity
NDRP did not submit any additional information or written comments

regarding this matter in its response to the IAR recommendation or the DFAR.

The Audit staff recommonds that tie Commission find that NDRP filed
original disclosure reports for 2009 and 2010 that materially understated its
disbursemente.

Finding 2. Reporting of Debts and Obligations

In response to the IAR recommendation, NDRP filed amended reports that
disclosed the debts and obligations. NDRP did not submit any additional
information or written comments regarding this matter in response to the DFAR.

The Audit naff recominecds that the Cammission find that NDRP faiied to
diselosc dehts and obligations tataling §235,563.

The Committee did not request an audit hearing.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memarandam will be pdaeed on tiie next regularly scheduled open sessian agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should yau have any quesiions, please contact Brands Wheeler or Kendrick Smith nt
694-1200.

Attachment:
- Draft Final Audit Report of the Audit Division on the North Dakota Republican
Party

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the

North Dakota Republican Party
(January 1, 2009 - December 31, 2010)

Why the Audit About the Committee ;.:

Was Done The North Dakota Republican I'Zrty* i3 a state party committee
Federal law permits the headquartered in Bismarck gy  Dakota, For more

Commission to conduct ~ information, see the ch. .: . the Can Linittee Organization, p. 2.
audits and field -~

investigations of any Financial lefy (.2

political committee that is » Receipts ’

required to file reports o Contrdf ') mHiduals $ 1,322,913
under the Federal o Contributions§.. s "Political Commi&es 41,050
Election Campaign Act 0. Transfers from *\:":"1ates 175,358
(the Act). The 0 | .:.- Received . 10,325
Commission generally o 11 i~ 7>m Non *c.J¥Accounts 114,818
conducts such audits o Ldaven R .-ccipts*r 61,906
when a committee Total Kecejyi T $ 1,726,370
appears notto have met, . F'g

the threshold 1 Disburs ts

requirements for , o Operatihy: I xpenditures $ 1,424,962
substantial compliance - Transfer, *_- Affiliates 23,536
with the A= ! T~ it a-?&ayments Made 51,646
detzrmiw oeere . > Federal Election Activity 212,263
comn . ‘e compliex. " :x: ' ther Disbursements 5,075
the Wi, -1 s, . ﬂl Disbursements $1,717,482
prohibit <., 13

disclenre.~+ . :ents ! Pindings and Recommendations (p. 3)
of the Act 4 * Misstatement of Financial Activity (Finding 1)
Future Action -~ RePorting of Debts and Obligations (Finding 2)

The Commission m{;
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

1 2U.8.C. §438(b).
2 Formerly known as the North Dakota State Republican Committee.




Draft Final Audit Report of the
Audit Division on the
North Dakota Republican Party

(January 1, 2009 - December 31, 2010)

LN
,\\
p, oy
A x ’
v
) R4
- : /“"
4 .
/.




Table of Contents

Part I. Background
Authority for Audit
Scope of Audit

Part II. Overview of Committee

Committee Organization
Overview of Financial Activity

Part III. Summaries :
Findings and Recommendations _“ \\
Part IV. Findings and Reco endations
Finding 1. Misstatement of Financial Activ . . 4 N
Finding 2. Reporting of Debts and Obligations
-
A}
\|
- _ 7
y v
A -
- ,
‘- R i
/ N r
e

Page



Part I
Background

Authority for Audit

This report is based on an audit of the North Dakota Republican Party (NDRP),
undertaken by the Audit Division of the Federal Election Commission (the Commission)
in accordance with the Federal Election Campaign Act of 1971, as amended (the Act).
The Audit Division conducted the audit pursuant to 2 U.S.C. §438(b), which permits the
Commission to conduct audits and field investigations of any pc.. gal committee that is
required to file a report under 2 U.S.C. §434. Prior to conduc . . ny*audit under this
subsection; the Commission must perform an internal revieg, v’ : »1orts filed by selected
committees to determine whether the reports filed by a cd. * . .mittee meet the
threshold 1equirementa for substantial complianci,wﬂ ct. 1 U.N.C §438(D).

Scope of Audit oL
Following Commission-approved procedures(ﬁ. W ~l\l' cvaluated vi ::-.--A(tisk
factors and as a result, this audit examined: . b 7

the disclosure of individual contr™ -. .-’ occupation 1:.! pame of employer;
the consistency between reported .z :.os.. bank reco ’

the disclosure of disbursements, deo an ons,

the disclosure of expenses allocated % L - on-federal aceounts;

the disclosure of 1m'..,-.-r-;l.. i expendlt '

the completeness g 1ccrds;
other cammitt; anons essaryto review.

Noupwube=
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Part II
Overview of Committee

Committee Organization

Important Dates '
o Date of Registration April 17, 1972
* _Audit Coverage January 1, 2009 - December 31, 2010
Headquarters Bismarck, North D
Bank Information
o Beank Depositories : Two S
e Bank Accounts Nine Federal; $@ur N.~;, “aiicral
Treasurer R
o Treasurer When Audit Was Conducted | Roberigitrms T N
o Treasurer During Period Covered by ae | 0kach§l/1/09 - 7/12/ L
Audit Rober Lt . P00 — present)”
Management Information S
o Attended Commission Campaign ™= ' Yes oo
Finance Seminar S ] o
e Who Handled Accounting and P e 7
Recordkeeping Tasks - .’
£ i .
Overview of Fi cial Activity
/ (Audited ts)
Cash-on-hand < Jannary I,ﬁ‘} - ~ $2,151
Receipts _
0 jbutions from | ...vid .. '~ i 1,322,913
o Contii-t: "« ns from 1+-".* dal Cor.- “ittees 41,050
o Trans.. - ! om Affiliatds oo 175358
o Loans Recag:-.: 10,325
o Transfers frc ;. \Nun-fgfieral Accounts 114,818
o Other Federal R 61,906
Total Receipts $1,726,370
Disbursements
o_~Operating Expenditures’ 1,424,962
o Transfers to Affiliates 23,536
o Loan Repayments Made 51,646
o Federal Election Activity 212,263
o Other Disbursements 5,075
Total Disbursements ) $1,717,482
Cash-on-hand @ Derember 31, 2010 $11,039




Part III
Summaries -

" Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of NDRP's reported financial activity with its bank
records revealed a misstatement of the beginning cash-on-hand balance in 2009 and
receipts and disbursements in 2009 and 2010. For 2009, NDRP tated its beginning
cash-on-hand balance by §13,345 and understated receipts ai «i (Hsbursements by $21,938
and $17,282, respectively. In 2010, NDRP upderstated reg » ~ .~ d disbursemeats by
$159,262 and $222,982, respectively. ‘

In addition, NDRP filed original reports for 2009 gk aum\ﬂlat were . .ially
understated. Specifically, NDRP’s original re~~# unders@ted disbursemenis ry
$657,482 in 2009 and 2010. Amended report- .*..-1 =~ for to - 2 notification o this audit
did not correct the misstated disbursement activ ** 77N '4

In response to the Interim Audit Rep8™t recomnmandati.- ~. \Ni*RP attempted to cotvect
the public record by fding amended di~g.vi-¢ :. ports. Hi-» .+.-. the amendments only
materially corrected receipts for 2010. aovs oy 2 ang i arsements for 2009 and
2010 remain miastated. ’

Regarding the under- .5 . - -+ .isbursemefy activity 5 NDRP’s original reparts,
NDRP did not sub;d: .7 con :auits on the r. (For more detail, see p. 4.)

Finding 2. Reportigg of Wand Obligations

Audit fi utk mdicated thi ~ NDRP did not disclose debts and obligations for nine
vendurs, iotaling $235.563, on 8: . "« D (Debts and Obligations) of its disclosure
reperis. I response to tha Irieriti ) - t Report recommendation, NDRP filed amended
reports tod.«.i:se these deiv~ and(bligations. (For more detail, aee p. 7.)
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Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of NDRP’s reported financial activity with its bank
records revealed a misstatement of the beginning cash-on-hand balance in 2009 and
receipts and disbursements in 2009 and 20190. For 2009, NDRP tated its beginning
cash-on-hand balance by $13,345 and understated receipts aml disburgémants by $21,935
and $17,282, respectiveiy. In 2010, NDRP understated mcgp - u~.d disbursements by
$159,262 and $222,982, respectively. ' .

In addition, NDRP filed original reports for 2009 zur:j\ that were .x.. ' ially
understated. Specifically, NDRP’s original rep.- 5 unders@ted disburs. . nis by
$657,482 in 2009 and 2010. Amended reponé . .. *ior * ".e notificatio: ol *his audit
did not correct the misstated disbursement activ "= N 7

In response to the Interim Audit Repot: recommendati .«, \})RP attempted to correct
the public record by filing amended ¢i~'v~ine teports. He » 2w . the amendments only
materially corrected receipts for 2010. Rec eipis o 2009 and ¢ - - irsements for 2009 and
2010 remain misstated. h . 7

. \ N 4

Regarding the under#' +. ‘isbursem activity &n NDRP's original reports,
NDRP didnots = . .:* con:ueits on the er,

Legal Standard - - e

Contentfﬁmrla. llac :om. t musTumRIOSe:
o Ui amo m ol va-. -or ‘1" .1t the beginning and end of the reporting period;

$4 i :otal amou- . * *cei] - .vPthe reporting period and for the election cycle;
o thenal amount ¢ “.-:sburs¢ .nts for the reporting period and for the election

cyé!c;‘aml
e certaii'iias:~actionsgihat require itemization on Schedule A (Itemized Receipts) or
Schedule BB (hennzed Disbursements). 2 U.S.C. §434(b)(1), (2), (3), (4) and (5).

-

’

3 On average, NDRP filed four amended reports per reporting period. There were seven reporting periods
during 2010 in which NDRP filed six or more amendments for the reporting period.



Facts and Analysis
A. Misstatement of Financial Activity ~ 2009 and 2010

1, Facts

As part of this audit, the Audit staff reconciled NDRP’s reported financial activity
with its bank records for 2009 and 2010. The following charts outline the
discrepancies between NDRP's disclosure reports and its bank records.

Succeeding paragraphs explain why the discrepancies occurred.

2009 Committee Activity A~
Reported Bank Records ., 4 Discrepancy
Beginning Cash-on-Hand $15,496 $2,151 ' $13,345
@ January 1, 2009 4 Overstated
Receipts $563,007 $5°4 €12 ($21,935)
\\ - Understated
Disbursements $497,890 ~<15,172 ($17,282)
VA | . erstated
Ending Cash-on-Hand $80,613 NS F 98,692
@ December 31,2009 - Overstated
A R
The overstatement of beginniny «.:-. . 2and of $13,% ~ likely resulted from
prior-period disarepancies. ’
The understatement ir veceipts res m* ...~ wing,
* Transfers - v, .loral accour@ not repmga“ $ 94,500
* Non-fed:.¥.sceip « .vrorted in € (85,230)
* Receiptt . :-:orted 12,811
* Unexplainec i .\vio e > —(146)
Net Underdatement. of Recipts $ 21,935
 The understicae *.1dir+ - fonts resulted from the following.
*. Debits and ch. _pdthat ¢ v . 2d the bank, not reported $ 25,492
o Rencrred disb nts that did not clear bank accounts (8,629)
 Urex;. nedd 419
Net Understatemght of Disbursements $ 17,282

Y
The misstatexr}cu:
on-hand by $8,692.

s described above resulted in the overstatement of ending cash-

4 In July 2009, NDRP failed to disclose two transfers ($60,000 and $34,500) from its non-federal account

to its federal account.

5 These receipts consist of individual ($83,865) and PAC ($1,365) non-federal contributions that NDRP

deposited into a non-federal account but mistakenly included in its disclosure reports.




2010 Committee Activity
Reported Bank Records Discrepancy
Beginning Cash-on-Hand $80,613 $71,921 $8,692
@ January 1, 2010 overstated
Receipts $982,166 $1,141,428 ($159,262)
understated
Disbursements $979,328 $1,202,310 ($222,982)
understated
Ending Cash-on-Hand $83,451 $11,039 - N $72,412
@ December 31, 2010 — . overstated
The understatement in receipts resulted from the iﬁwi .
* Transfers from non-federal account, not re $ 20,318
* Republican National Committee transfeg#'not reported 79 ,400
* Non-federal political action commit:.-=*. .-ntribu;ions ’
reported in error 4 ) Y 050)
* Bank interest received, not reported VAR 7 236
e Unexplained difference - _61.358
Net Understatement of Recelpt< $ 159,262
The understaternent in disburseandggts -« . *2u “>m the r..\,wmg
* Media and operating disbursem@gts, g~ .= » .2 » $ 244,047
¢ Transfers to - w1 7>, -al accountSjghit repor .’ 20,475
* Inter-accoyg . - oo~ -eparted in'§ r ; (37,151)
* In-kind ... . » tion..otreported W 7,448
J Disbursemc e 01 --1w1ce (7,936)
o Uronplaltedd note oo Sl (3.901)
mlcr\l.nlg ment ul I)lsbursemeuts $ 222,982

= i...l % misstatemoenis Jocri .-.:%ve reapited in the overstatement of ending cash-
o Qa:n! by $72,4] - i

2. Interim Audit Repuri & Audit Division Recommendation
The Audit «:: i§dis.'-sed the misstatements for 2009 and 2010 with NDRP
representativ?ﬁng the exit conference and provided copies of relevant work
papers detailisg the misstatements. The representatives asked questions and made
comments regarding the reconciling adjustments presented and stated that the
necessary amended reports would be filed in response to the Interim Audit Report.

The Interim Audit Report recommended thmt NDRP amend its disclosure reports to
correct the misscatements noted above and reconcile the cash-on-lamnd balanee on
its most receni report to identify any sulsequent discrepancies that may have

6 These disbursements consist of media ($109,722), operating ($124,511) and merchant fee ($9,814)
payments that cleared the bank account but were not reponed by NDRP in its disclosure reports.
7 NDRP mistakenly included these intar-account transfers e ite disclasure reports as opemting
expenditures.



affected the recommended adjustments. Further, NDRP was to adjust the cash-on-
hand balance as necessary on its most recent report, noting that the adjustment was
the result of prior-poriod andit adjustments.

3. Committee Response to Interim Audit Report
In response to the Interim Audit Report recommendation, NDRP filed amended
disclosure reports for 2009 and 2010. However, these amendments did not
materially correct the receipt or disbursement misstatements. To assist NDRP with
correcting the public record, the Audit staff thoroughly discussed the adjustments
needed to materially correct the reports for both years. NDRP filed a second set of
amended reparts. However, these reports only materially cgrrected receipts for

2010. Receipts for 2009 and disburssments for 2009 an emain misstated.
As such, NDRP has not fully complied witt tite Inter.:.: .\ucit Report
recommendation. ) ‘

B. Misstatement of Financial Activity — Increased ‘\qj vity

1. Facts Ty \_ :

In addition to examining NDRP’s mos(: ssetiescwTledpriortot . . it
notification, the Audit staff compared NDRI-*~ ¢+ v&éports filed With bank
records and discovered a $657,482 understaten .~ «: Jisbursements over the two-
year period (2009 and 2010). Ws nted in the chi - ~.ve, the latest amentments
filed prior to this audit also inohided unet under- . - =" o disbursatnants
totaling $240,264 ($17,282 in 2009pl1- 8z~ ~2 2@). Therefore, the latest
amendments filed prior to this anditgid gf- .. :.-z{ a#of the understated
disbursem. . 1,V =+ netwo-yediferiod.

2. Interim Audlit Report A \udit Divisid}

Recommendation
The Audit staff .:*s.~.--.s" . » .- .. stateri ..t of disbursements on its original
reports Jiled wit . NDRI* o0 it~ during the exit conference and provided

e el 1eieY, L WO s detail ing the disbursements not reported. The
1.+ ssentative~ _.& .0 spol’ i comments at the time.

Tl.. %im Audit .3.ort refommended that NDRP submit any additionnl
informX "« : or writ . comments it considered relevant to this matter.

3. Committec¥d§@spdhise to the Interim Audit Report
suomit any additional information or written comments regarding
this matter in ts response to the Interim Audit Report recommendation.

| Finding 2. Reporting of Debts and Obligatiens

Summary
Audit fieldwork indicated that NDRP did not disclose debts and obligations for nine

vendors totaling $235,563 on Schedule D (Debts and Obligations) of its disclosure

® This figure includes the $17,282 and $222,982 understatement of disbursements from 2009 and 2010,
respectively, discussed in Section A (Misstatement of Financial Activity — 2009 and 2010).



reports. In response to the Interim Audit Report recommendation, NDRP filed amended
reports to disclose these debts and obligations.

Legal Standard
A. Continuous Reporting Required. A pohtlcal committee must disclose the amount

and natnre of outstanding debts and obligations until those debts are extinguished.
2 U.S.C. §434(b)(8) and 11 CFR §§104.3(d) and 104.11(a).

B. Separate Schedules. A political committee must file separate schedules for debts
owed by and to the committee with a statement explaining the circumstances and
conditions under which each debt and obligation was incurred or vxtinguished.

11 CFR §104.11(a). 4 N\

C. Itemizing Debts and Obligations. L.
¢ Once it has been outstanding 60 days from the incur- .1, . debt of $500 or

less must be reported on the next regularly report.
o A debt exceeding $500 must be disclo the report that covo*- - . date on

which the debt was incursed. 11 CFR ;.i:3 ! 1(b). '
Facts and Analysis N 7

L

A, Facts . ~ R
During audit fieldwork, the Audit stat ©.->..:. sburseme: .. rds and disclosure
reports for proper reporting of debts and €pli. . 1:.s. NDRP ﬂerted no debt dunng the
audit period; however, the review identificdeld- . - &235 563° owed to nine
vendore that NRDP sI o & :hsclosed ORES chedule Based on the records, these
vendors provided n . . telu.a:x. ting, printige and direct mail services. Most of the
identified debts wé) - = 2. er this.s » S00, and alf - ¢ sained outstanding during the reporting
period in which they * 1ok . T -

i Audir1&port & Audit Division Recommendation

conference. tha \ut. - 7 ,i'-. --ed the reporting of debts amt obligations
IR I’ :epresentatis ¢ gnd pie.. *"»d a schedule detailing the transactions that
required «I:sclo-ure. The 1 yitesenfatives asked general questions about the disclosure
requirement~ Ii*-. chts, spefitically, when and how debts and obligatians are disclosed.
Audit staff refc.: .. hND the regulations at 11 CFR §104.11(b) for guidance on
itemizing debts ar ¢ ... §8tions and subsequently forwarded copies of Schedule D and its
instructions to NDR:; '.-presentatives.

The Interim Audit Report recommended that NDRP amend its reports to disclose debts
and obligations of $235,563 on Schedule D.

% Each debt in this amount was counted once even if it required disclosure over multiple periods. In order
for NDRP to file amended reports correctly, the Audit staff provided schedules that included the amount
of each debt required to be reported for each reporting period.



C. Committee Response to the Interim Audit Report
In response to the Interim Audit Report recommendation, NDRP filed amended reports
that correatly €isclosed the debts and obligations.
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